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Abstract 
The marketplace from an Islamic ethical practice (i-EP) would be concerned among other things with the process of getting the 
right supplies from the right suppliers, performing Shariah compliance processes efficiently and innovatively with the ultimate 
aim of providing halal, green, ethical and socially responsible products and services to customers. The main aim of this study is 
to examine the marketplace dimension of 37 Malaysian Islamic Financial institutions for the year 2012. A content analysis of the 
annual and sustainability reports was employed to examine their current marketplace practices. Semi-structured interviews were 
also conducted to confirm the results and to clarify arising issues. The results of the content analysis revealed that the focus of 
disclosure for the marketplace dimension was on the stakeholder engagement activities followed by the marketing activities. The 
disclosure of Islamic principles and values in market-related policies was given the least attention. This suggests that the Islamic 
financial institutions were not strategically incorporating the Islamic principles and values into the policies related to their 
marketplace dimension. To a certain extent, the results of the interviews provide support for the results of the content analysis. 
The interviews performed revealed that the motivation for stakeholder engagement for Islamic institutions was to resolve zakat 
distribution issues.    
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1. Introduction 
The Islamic resurgence throughout the Muslim world has resulted in a mounting religious commitment among 
Muslims. The phenomenon, according to Esposito (1991) has resulted in an increasing emphasis on Islamic law or 
Shariah as the main source of guidance in all aspects of a Muslim life. Implementation of Islamic Ethical Practices 
(i-EP) or Islamic corporate social responsibility (i-CSR) based on the Qur'an and Sunnah could be a vein that drives 
the economy of the people, not just profits for shareholders, but it would affect the larger environment for economic 
empowerment of society through all CSR practices (see: Darus, Yusoff, Abang Naim, M Zain, Amran, Fauzi and 
Purwanto 2013). The marketplace is a dimension of i-CSR identified by Darus et al., (2013) which is concerned 
with the process of getting the right supplies from the right suppliers, performing Shariah compliance process 
efficiently, effectively and innovatively which will ultimately result in the provision of halal, green, ethical and 
socially responsible products and services to maximize customers’ satisfaction.  
Islamic organizations which were established on the desire to operate an economic system based on the values 
and principles of Shariah should be managed on the epistemological aspects of Tawhid, Shariah and Islamic ethics. 
The ethical practices of these Islamic organizations must be in accordance with and prioritized within the principles 
of Islamic laws as contained in the Holy Qur’an and the Sunnah. While many previous studies have agreed that 
companies are participating in many activities related to their market place, however the question is: Does Islamic 
institutions in Malaysia practice and disclose activities which are in accordance with Islamic principles and values, 
particularly those relating to their marketplace? 
This main objective of this paper is to examine the current Islamic ethical practices relating to the Marketplace 
dimension, of Malaysian Islamic Financial Institutions in the year 2012. The next section will provide the literature 
review. Section three provides the methodology of the study. Section four will focus on the results and analysis and 
the last section will provide the discussion and conclusion. 
 
2. Literature Review 
 
An ethical practice is a comprehensive approach that a corporation takes to meet or exceed stakeholder 
expectations beyond measures of revenue, profit, and legal obligations. It involves the voluntary actions promoted 
by a firm which is consistent with the social, economic, political and environmental concerns. It would involve 
interactions with stakeholders and would incorporate the transparency, sustainability and accountability of CSR 
principles (Crowther & Rayman-Bacchus, 2004). Root (2013) noted that, it is a conscious effort to treat people and 
companies with respect and establish a positive working environment thus the effects of ethical practices in business 
can benefit a company financially and they can also help a company gain the elements it needs to grow. A major 
company Perkin Elmer, for example, provide the following statement on its website to demonstrate its commitment 
to sustainable and ethical business practice;  
 
As a global organization, we aim to protect the health and safety of our employees, the public and local 
environments, and are committed to conducting business with customers, shareholders and employees according 
to our high standard of ethics, and in compliance with the law. We also continuously monitor and strive to 
improve environmental protection and occupational health and safety while providing customers with accurate 
and up-to-date information on compliance and safe handling of products.  
 
Darus et. al (2013) proposed a framework for Islamic CSR (i-CSR) underpinning a conceptual approach beyond 
the relationship between management and stakeholders but to include the relationship between human and human, 
human and the natural environment, and ultimately to be accountable to God. They incorporated the concept of 
Tawhid, and Ibadah and humans as khulafah to form the underpinning fundamentals toward the development of the 
i-CSR conceptual framework. The Maqasid al-Shariah which is directed towards the preservation of the five (5) 
protected elements (faith, life, intellect, posterity and wealth) to promote public good (maslahah) is used to define 
the parameters of Islamic social responsibility. Darus et. al (2013) argued that such practices should be aligned with 
an organization’s strategy and governance and prioritized in terms of obligatory and recommended practices. The 
disclosure of such practices forms part of Ibadah encompassing the Dakwah element. Similar to the conventional 
CSR, Darus et. al (2013) identified four dimensions to i-CSR namely Community, Workplace, Environment and 
Marketplace. 
The Marketplace, one of the dimensions of CSR practices, is where important stakeholders can be found and 
companies can interact responsibly with this group in a number of ways, such as supporting green products or 
engaging in only ethical procurement practices. Ullah and Jamali (2010) identified the obligations and rights of 
every stakeholder in the marketplace from an Islamic perspective. The suppliers for example have the obligations to 
declare the quality of the products (exact quality and quantity), safe and hygienic production process, fair pricing 
and the provision of halal products and services. 
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Marketplace in Islam is about providing ethical, halal and socially responsible products and services which 
brings maximum satisfaction to the customers. The Quran and Sunnah identify many instances regarding ethical 
practices related to the marketplace, see Table 1. 
 
Table 1. Mentions of Marketplace in Quran and Sunnah 
Legal and halal 
products and services 
“they ask you concerning wine and gambling, in them is great sin and some profit for 
men; but the sin is greater than the profit”. (Qur’an: Al- Baqarah, 2:219). 
Fair Pricing “O you who have believed, do not consume one another’s wealth unjustly but only 
[in lawful] business by mutual consent. And do not kill yourselves [or one another]. 
Indeed, Allah is to you ever Merciful”. (Qur’an: An- Nisa’, 4:29).  
 
Advertisement where 
customers have the 
right to accurate 
information 
“Give full measure when ye measure, and weigh with a balance that is straight: that is the 
most fitting and the most advantageous in the final determination” (Qur’an: Al Isra, 
17:35). 
"Rasul Allah (pbuh) passed by a heap of food. As he put his hand inside it, his fingers got 
wet. So he said to the vendor: ‘What is this?’ He replied: ‘It was dampened by the rain O 
Messenger of Allah.’ He (Prophet Mohammad, pbuh) said: ‘Why don’t you put it on top so 
that people can see it? He who cheats us is not one of us.’” [Muslim] 
 
3. Methodology 
 
This study employed a content analysis of the annual and sustainability reports of thirty-seven (37) Islamic 
Financial Institutions in Malaysia for the year 2012 to investigate the extent of disclosure of the marketplace 
dimension based on an Islamic framework. Four (4) key areas have been identified for the marketplace dimension 
comprising of ethical activities (categorised into vital and recommended activities) that needed to be performed by 
Islamic organisations. Table 2 presents the marketplace activities based on the four (4) key areas. Specifically, 
fourteen (14) marketplace activities have been identified comprising of six (6) vital items and eight (8) 
recommended items. The vital items represented essential activities that should be undertaken by the Islamic 
financial institutions while the recommended items are related to optional/suggested activities (‘good to have’) that 
could be undertaken by the Islamic financial institutions. 
 
Table 2. Marketplace related activities based on the prioritization of i-EP 
 Vital Recommended 
KEY AREA 1: MARKET RELATED POLICY 
Policy Formulation: 
        Incorporate Islamic principles and values in all market-related  policies 
 
√ 
 
 
KEY AREA 2: PRODUCT AND SERVICES   
Shariah Compliance Product   
Ensure products and services are halal and safe (e.g. be vetted by Shariah 
Council Board, SIRIM etc.)   
Obtain related certifications (e.g. ISO standards, halal certificate etc.)  
Ensure Shariah compliant supply chain  
Adopt adequate return policy (time, cost and delivery) 
Ensure products are innovative and convenient to the customers 
 Fair and Ethical Employment Practices 
Create efficient, effective, clean, innovative, safe working environment 
within Shariah compliance process 
 
 
√ 
 
√ 
 
 
√ 
 
√ 
 
 
 
 
 
√ 
√ 
KEY AREA 3: MARKETING   
Advertisement   
Ensure advertisement concepts are Shariah compliant (e.g. storyline, models, 
accurate information, suitable language, moderate spending etc.)     
Provide wider coverage through the use of multiple mediums     
Pricing  
Promote affordable pricing to ensure fair distribution to all market segments 
Customers’ Confidentiality Policy 
 Obtain proper authorisation/consent from client or customer before releasing 
information 
Customer Appreciation 
Offer additional benefits to customers (e.g. loyalty programmes, rewards etc.) 
 
 
√ 
 
 
 
 
√ 
 
√ 
 
√ 
 
 
√ 
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 Vital Recommended 
 
KEY AREA 4: STAKEHOLDER ENGAGEMENT   
Obtain product and/or services related feedbacks from customers (e.g. 
interviews, surveys, dialogue, websites, etc.)  
Engage in Islamic related forum/dialogue with stakeholders   
Conduct social engagement with customers (e.g. festive gathering etc.) 
  
√ 
 
√ 
 
The activities related to the disclosure of marketplace were then rated based on five (5) data rating scales to 
demonstrate the level of extensiveness of disclosure; namely, 0 for non-disclosure, 1 for general information, 2 for 
qualitative information, 3 for quantitative information and 4 for a combination of qualitative and quantitative 
information resulting in a maximum of twenty-four (24) possible score for the vital activities and thirty-two (32) 
possible score for the recommended activities. 
Semi-structured interviews were also conducted to confirm the results of the content analysis of the annual and 
sustainability reports and to clarify arising issues from the content analysis. According to Ramli (2010), the 
understanding of overall phenomena that shows interaction in their natural settings is possible through observation 
during fieldwork and an unstructured mode of interviewing individuals.  As shown in Table 3, eight informants who 
comprised of three Chief Executive Offices (CEOs), one Group Deputy CEO, one Chie Operating Officer (COO), 
one Head of Department and two managers from five institutions were interviewed.  
 
  Table 3. Summary of Interviews 
No. Type of Semi-structured Interview  Type of Organization Job Title of Informant 
1.  Individual   Conglomerate   Group Deputy CEO 
(including Islamic Banking)  
2.  Individual   Islamic Banking  CEO 
3.  Focus group  Islamic Banking  Head of Department & Senior Manager 
4.  Individual   Islamic organization  COO 
5.  Focus group  Islamic Banking  CEO & Shariah Manager 
6.  Individual   Islamic Banking  CEO 
 
 
The interviews were guided by an interview protocol and probing questions were used to pursue issues and to 
enhance understanding of responses, and this improved the validity and reliability of conducted interviews (Yin, 
2003).  All interviews were recorded using digital MP3 recorder after obtaining permission to record the interviews.  
Field notes were taken to supply significant information about the circumstances of the interviews not captured by 
the digital recording.  Interview data were immediately transcribed in verbatim (Hopmann, 2002) to avoid 
inaccuracies due to poor recall, besides ensuring validity of the data gathered (Perakyla, 2003).  Transcripts were 
imported into the NVivo 10 software and data were then coded and analysed to search for patterns and emerging 
themes (Ramli et al. 2012). 
 
4. Results and discussions 
 
The results of the content analysis revealed that the focus of disclosure were mainly on key area 3 i.e. marketing 
with a maximum score 18 and a mean score of 5.46, followed by stakeholders engagement with a maximum score of 
12 and a mean of 5.27 (Table 4). The results indicate that the Islamic financial institutions are focusing their 
marketplace activities on marketing and stakeholder engagement activities and are disclosing such information in 
the annual and sustainability reports. Since the annual and sustainability reports are readily available and have a 
broad reader base, opportunities were taken to promote marketing and stakeholder engagement activities by 
disclosing such information in the annual and sustainability reports. The least number of disclosures relates to key 
area 1 with a mean score of 0.30. This suggests that the Islamic financial institutions are not disclosing policies 
incorporating Islamic principles and values relating to their marketplace.  
 
               Table 4. Company disclosure based on Key Areas – Marketplace Dimension 
 N Minimum Maximum Mean Std. Deviation 
Key Area 1: Market Related Policies 37 0 2 0.30 0.571 
Key Area 2: Product and Services 37 0 12 4.38 3.235 
Key Area 3: Marketing 37 0 18 5.46 5.424 
Key Area 4: Stakeholder Engagement 37 0 12 5.27 4.073 
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Table 5 and Table 6 provide the detailed results of the items under each of the key areas segregated between vital 
and recommended items. A detailed examination of the vital items (Table 5) revealed that of the vital items, 
disclosure of information relating to advertisement seems to be favored by Malaysian Islamic financial institutions 
with a mean score of 2.46 suggesting that the financial institutions are disclosing advertisement information to 
reveal that they are Shariah compliance, (e.g. providing accurate information, using suitable language, ensure 
moderate spending). Information on Shariah compliant products had the second highest mean score (1.00). This 
suggests that the financial institutions are concerned that their products and services are halal and safe (e.g. have 
been vetted by Shariah advisory committee), have the related certifications (e.g. ISO standards, halal certificate) and 
that the supply chains are Shariah compliant. The incorporation of Islamic principles and values in all market-
related policies were the least favored vital items (mean score 0.30). This suggests that, similar to conventional CSR 
where in developing countries the incorporation of CSR into a company’s philosophy and objective is still a new 
concept (see for example: Mohamed Zain, Mohammad and Ibrahim 2006), the Malaysian Islamic financial 
institutions have yet to embed fully the Islamic principles and values into the policies related to the marketplace 
dimension. However, the Islamic financial institutions seem to be taking steps to create an efficient, effective, clean, 
innovative and a safe working environment within the Shariah compliance processes. 
 
   Table 5 .Vital Mean Scores by Key Areas 
 
           Table 6. Recommended Mean Scores by Key Areas 
 
 
Of the recommended items, stakeholder engagement had the highest mean score (5.27). This suggests that the 
Islamic financial institutions are having more dialogues with their stakeholders. This could be in relation to dialogue 
relating to zakat distribution or to obtain product and/or services related feedbacks from customers. Islamic financial 
institutions that pay zakat need to ensure that the zakat payments are made to the rightful recipients. According to 
Islamic principles, it is mandatory that zakat be paid only to the right recipient. Therefore, institutions that pay zakat 
have to carefully identify the recipients. This is a form of stakeholder engagement.  
Table 7 provides the overall ranking for all the items under each of the key areas. Stakeholder engagement has 
the highest mean score (5.27) and was ranked first followed by Advertisement (mean score 3.24) and Shariah 
compliant products was ranked third (mean score 2.92). The results revealed that the Malaysian Islamic Financial 
institutions value their stakeholders highly and are continuously taking the initiatives to engage with them.  
 
         
 
 
 
 
 
 
 
 
Key Areas N Minimum Maximum Mean Std. Deviation 
Key Area 1: Market Related Policies 
x Policy Formulation 37 0 2 0.30 0.571 
Key Area 2: Product and Services 
x Shariah Compliant Products 37 0 6 1.00 1.528 
x Fair and Ethical Employment Practices 37 0 2 0.73 0.838 
Key Area 3: Marketing 
x Advertisement 37 0 9 2.46 2.673 
Key Areas N Minimum Maximum Mean Std. Deviation 
Key Area 2: Product and Services 
x Shariah Compliant Products 37 0 4 1.92 1.341 
x Fair and Ethical Employment 37 0 2 0.73 0.838 
Key Area 3: Marketing 
x Advertisement 37 0 4 0.78 1.357 
x Pricing 37 0 2 0.54 0.691 
x Customer’s Confidentiality Policy 37 0 2 0.38 0.639 
x Customer Appreciation 37 0 4 1.30 1.309 
Key Area 4: Stakeholder Engagement 37 0 12 5.27 4.073 
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        Table 7- Ranking of i-CSR Activities 
 
 
 
Ranking based on mean score 
Mean Ranking 
Key Area 1: Market Related Policies  
Policy Formulation 0.30 8 
Key Area 2: Product and Services  
Shariah Compliant Products 2.92 3 
Fair and Ethical Employment Practices 1.46 4 
Key Area 3: Marketing  
Advertisement 3.24 2 
Pricing 0.54 6 
Customer’s Confidentiality Policy 0.38 7 
Customer Appreciation 1.30 5 
Key Area 4: Stakeholder Engagement 5.27 1 
 
The results of the semi-structured interview confirmed that to a certain extent the motivation for the Islamic 
financial institutions’ stakeholder engagement in CSR was to resolve zakat distribution issues. The COO of an 
Islamic institution explained that: 
“CSR activity is also highlighted in Islam. We are required to pay zakat on profit earned from 
business and zakat is paid to the recipients who include the hard core poor. So we try to get back 
half of the allocated sum given by Baitumal for such purposes. This is term as jihad for the hard 
core poor which is in line with the standards stipulated by the Shariah and Fatwa committee. So, 
through our CSR programs, the zakat can be distributed to the right recipients.”      
A CEO of a major Islamic bank noted that because they are Islamic organizations, the public expects them to 
practice CSR because of who they are. He pointed out that: 
“We are a Shariah compliance institution. Everything that we do, from our daily business 
transactions or activities, to our CSR activities, we must make sure that everything is within 
Shariah. It is expected out of us.  Our clients expect us to be Shariah compliant.” 
The Deputy Group CEO and COO also provided similar views on CSR practices at their institutions. The COO 
stated that: 
“Our CSR practices touch the life of people. We reach out and touch lives. [The institution] 
consistently maintained its position as a caring and responsible institution by contributing and 
sharing income earned with the stakeholders, through various community and environmental 
activities.” 
The Deputy Group CEO explained that:  
“This concept [CSR] is link very much to the Islamic values which is caring for all meaning it’s 
not just about making money/profit, and it is not just selling product but it is about being 
responsible for what you do. Then, what you do, it will come back to you because through that 
caring attitude you will get back the social impact and economic impact on your organization.’  
The senior manager in an Islamic bank also noted that practicing CSR activities brings about the ‘feel good’ 
factor to the clients. He said: 
“Because we realized that a lot of people out there place high value on organizations that actually 
participated in the CSR programs. They value it because they said this company is actually giving 
back to the society. So, they would like to associate themselves with this particular company. To 
us, what it mean is that, if you are not yet our customer, participating in Shariah compliance 
activities would not only give confidence of our services to our potential customers but also 
providing ‘feel good’ factor that we are supporting our society.”  
The COO of an Islamic institution explained that all its activities including CSR programs carried out are in line 
with the Islamic fundamentals. Specifically, he said that among others, “the institution aims to provide competitive, 
halal and toyyiban returns”. In similar vein, the Deputy Group CEO of an institution stated that in its business 
operations, the institutions prioritizes the interests of its customers as well as, its business partners by ensuring that 
all products manufactured and services rendered deliver maximum customers satisfaction  and contribute positive 
impact on the community. In essence, these institutions strive to develop a receptive market environment that will 
contribute positively to all stakeholders.   
The Deputy Group CEO stated: 
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“It is embedded in the entire corporate practices. That becomes the central governance of the 
company. …the conduct with respect with whatever you do, the means must be properly justified. It 
is not the end justify the means. For example, I’ve got huge profit but through what? The child 
labour, that’s not good.”   
The CEO of an Islamic bank for example practices i-CSR specifically for the marketplace i.e. their customers to 
reduce their cash burden. He highlighted that 
“The marketplace,… for example our customers. How do we actually come out with our CSR programs for 
our customer? Something that is good for our customers? So we introduce in the form of products (that we 
have actually launched). One example is payment holiday. For those customers who actually borrow from us, 
instead of paying every month, you only pay 10 months, you skip November and December. Why? Especially 
at year end, they need lots money for school fees, clothes, books, etc., so they can skip November and 
December installments.”  
Similar practice was also evident in other Islamic institutions. For example, the COO interviewed explained that 
the CSR programs undertaken emphasized in providing a friendly market environment such as: 
i. Annual cost subsidy for accommodation and transportation to the holy land so that the hajj fees for 
first time hajj pilgrims remain at the same rate since 2008.    
ii. Annual depositor’s bonus payout in which the bonus rate is considered as one of the highest rate given 
out relative to other Islamic banking institutions in the country. 
iii. Established a vendor support system for higher quality services  
Confirming the results from content analysis, the Head of Department of an Islamic bank noted that they do 
engage with their stakeholders. He said: 
“Yes definitely. We engage our stakeholders, customers, suppliers and the community before 
participating in any activities. We need to know about their needs and wants. We even engage our 
employees and the beautiful part is that we actually get assistance from our own clients who are 
contractors. We tell them that we need to rebuild or repair the house, so maybe we invite our 
clients who are contractors to come in and participate in this but definitely we will pay them. We 
even get the assistance from students from UTM Johor to come out with specific design of the 
house and then we work with the contractors who are our client to build the house.” 
In summary, the results from the interviews can be linked to Key Area 1 (Market related policies – policy 
formulation), Key Area 2 (Product and services – e.g., ensure products and services are halal and safe; ensure 
Shariah compliant supply chain), Key Area 3 (Marketing – customer appreciation in terms of offering additional 
benefits to customers), and Key Area 4 (Stakeholder engagement – obtain product and/or services related feedback 
from customers; conduct social engagement with customers). Thus, the results of the interviews have provided some 
support for the results of the content analysis specifically in relation to stakeholders’ engagement and Shariah 
compliant products and services. Even though the results from the interviews revealed that the Islamic financial 
institutions were concerned that their business operations including their CSR practices were Shariah compliant, 
however Shariah compliant market-related policies were not disclosed in their annual and sustainability reports.  
 
5. Conclusions 
 
The main objective of this paper is to examine the current Islamic ethical practices relating to the Marketplace 
dimension, of Malaysian Islamic Financial Institutions. A content analysis of the annual and sustainability reports of 
37 Islamic financial institutions for the year 2012 was undertaken to examine the disclosure of the marketplace 
dimension. To confirm the results and to clarify certain issues, semi-structured interviews were also conducted. The 
results from the content analysis revealed that in terms of disclosure of marketplace related information, the focus of 
disclosure was on stakeholder engagement followed by marketing activities. While, the results from the semi-
structured interviews suggest that the Islamic institutions are taking steps to ensure every process involved towards 
the final products produced or services rendered are indeed Shariah compliant. In addition, to some extent, the 
interview findings indicate that the motivation for Islamic institutions’ stakeholder engagement in CSR is to resolve 
zakat distribution issues. Thus, the results of the interviews have provided some support for the results of the content 
analysis specifically in relation to stakeholders’ engagement and Shariah compliant products and services. Overall, 
the results of the study revealed that the Malaysian Islamic financial institutions are taking the initiatives to disclose 
information relating to the marketplace and are concerned that their products are Shariah compliant. These findings 
are consistent with findings by Darus, Fauzi, Purwanto, Yusoff, Amran, M Zain, Abang Naim and Nejati (2014) 
who found that full-fledged Islamic banks in Indonesia have also improved their disclosure in the annual reports on 
items relating to Product, services and fair dealing over the period of their study from 2007 – 2011. Thus, the 
results from this study confirmed that Islamic financial institutions are concerned about their marketplace and view 
marketplace as an important CSR dimension. They are thus, taking the initiatives to ensure that the activities relating 
to the marketplace are in accordance with Islamic ethical practices. 
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